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According to a preliminary report of the Secretary to 
the Commission on Economic Affairs of the National 
Assembly, industrial production in France increased sub- 
stantially in the first half of 1954, the index for June 
being 159 (1938 = 100), 8 per cent above the June 1953 
index of 147. The sectors which contributed most to the 
expansion were the automobile industry (which in May 
1954 produced 35 per cent more cars than in May 1953), 
building (the number of building permits in the first half 
of 1954 was about twice that in the first half of 1953), 
chemicals, electric power, and steel (the number of or- 
ders reached a new peak in June 1954). Textiles and 
rail transportation did not share in the general improve- 
ment, however. Farm production has continued to show 
a definite expansion, the progress being due to improved 
agricultural techniques. The farm problem has become 
one of market reorganization. 


A striking aspect of the French situation is that in- 
dustrial expansion has been accompanied by only a small 
increase in employment. In April 1954, employment 
in industry was 0.5 per cent higher than in April 1953, 
but 1.3 per cent lower than in April 1952. The average 
working time in April 1954 was about 45 hours per 
week, unchanged from April 1952. So far, the increase 
in industrial output has been entirely the result of higher 
productivity in connection with the gradual reactivation 
of resources left unemployed since the middle of 1952. 
With regard to the impact of this situation on wages, the 
report states that the “real purchasing power of the work- 
ing hour” increased by 10 per cent from April 1952 to 
April 1954 (as a result of an 8.5 per cent increase in 
hourly wage rates and a decline of 1.5 per cent in con- 
sumer prices). Despite this recent improvement, the 
report indicates that, for the average worker, real wages 
may be little higher now than before the war, “even after 
taking account of indirect wages and the lengthening of 
the working time.” 





Sterling Area Reserves 

The gold and dollar reserves of the sterling area fell 
by $95 million in August, to $2,918 million, or almost 
$100 million less than at the end of June. However, the 
August figures, like those for July, were dominated by a 
large capital payment—this time the repurchase of $112 
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The money supply increased by 1.8 per cent in the 
first five months of 1954. During the same period, “vis- 
ible” official monetary reserves increased by 74 bil- 
lion francs ($211 million). Credit to the Government 
decreased by 40 billion francs, and credit to business 
increased by 30 billion francs. The budgetary deficit 
(capital expenditures included) for 1954 is estimated at 
900 billion francs. While there was some increase in gov- 
ernment-financed investment, private investment does not 
seem to have been greater than in 1951-52. The gold 
market has been depressed but, in contrast, the security 
market has been definitely bullish with an average in- 
crease of 18 per cent in market prices. Wholesale prices 
declined by 7.7 per cent from January 1952 to January 
1953, by another 2.1 per cent from January 1953 to 
January 1954, and by slightly more than 2 per cent from 
January to June 1954. Consumer prices declined sim- 
ilarly, but by smaller amounts. 

The report states that “despite this improvement, the 
level of French prices remains higher than that of most 
foreign prices.” However, the French payments position 
has improved substantially. Exports to foreign coun- 
tries in the first half of 1954 were a little less than 10 per 
cent above those in the first half of 1953. In particular, 
exports of food products, equipment, and consumer goods 
showed the greatest percentage increases, while those of 
raw materials and semifinished products and of fuel and 
power either were stable or declined. Imports in the first 
half of 1954 were about the same as in the first half of 
1953, an increase in imports of raw materials being offset 
by a reduction in imports of food products. Despite the 
improvement in foreign trade, there was still a sizable 
trade deficit. In conclusion, the report states that the 
first half of 1954 was a period of economic gains, but 
that “these were sometimes hesitant and accompanied by 
certain difficulties of readjustment.” 


Source: Le Monde, Paris, France, August 31, 1954. 


million from the International Monetary Fund (see this 
News Survey, Vol. VII, p. 65). Receipts of U.S. defense 
aid in August totaled $11 million. When these two items 
are excluded, the “true” gold and dollar surplus in Au- 
gust was $6 million, the smallest since last autumn but a 


not unsatisfactory result in a period of seasonal strain. 
In August 1953 there had been a deficit of $6 million, 
and in the following month a deficit of $11 million. 
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The improvement over 1953 is due wholly to the trend 
of EPU settlements, which showed a surplus of $11 mil- 
lion in August 1954 (on account of transactions in July), 
whereas a year earlier the United Kingdom was making 
settlements in gold to EPU. August transactions with 
EPU showed a deficit of £8 million, which will involve 
a gold payment of about $11 million to EPU in September. 
It is understood, however, that this deficit arises from 
French drawings on London balances in August in order 
to make a repayment in September to the U.K. Govern- 
ment. These operations will be self-canceling. 

In view of these special and seasonal factors affecting 
sterling area gold and dollar settlements in August, the 
reserves—while.no longer showing the exceptional rising 
trend of last spring-—may be judged to be still showing 
a heartening buoyancy. 
Source: The Economist, 


ber 4, 1954. 


London, England, Septem- 


Sterling Transferable Account Area to Include Hungary 


The extension of the sterling transferable account area 
last March (see this News Survey, Vol. VI, p. 295) con- 
ferred transferable account status on all non-sterling, 
non-dollar countries with the exception of Iran, Hungary, 
and Turkey. The new financial agreement between the 
United Kingdom and Iran, concluded at the same time 
as the Iranian oil agreement (see this News Survey, 
Vol. VII, p. 53), provided for the re-entry of Iran to the 
transferable account group. (Iran had left the group 
when the oil dispute with the United Kingdom began in 
1951.) On August 27 it was announced that, following 
trade and economic discussions between the United King- 
dom and Hungary (see this News Survey, Vol. VII, p. 74), 
transferable account facilities would be extended to 
Hungary. The only country whose sterling transactions 
are now governed by bilateral arrangements with the 
United Kingdom is, therefore, Turkey. This presumably 
is due in part to Turkey’s unpaid commercial debts. A 
month or two ago, it was estimated that some £10 million 
was owed to U.K. creditors in respect of past sales to 
Turkey, and debts to German creditors were said to 
amount to £20-30 million. The weakness of Turkey’s pay- 
ments position and her failure to tackle this problem are 
thought to be one reason why the U.K. authorities were 
unwilling to extend transferable account facilities to 


Turkey last March. 


Source: The Financial Times, London, England, Au- 
gust 28, 1954. 


Rise of London Bullion Prices 


The price of gold in the London market has risen 
markedly in recent weeks, reaching 250s. on August 31— 
the highest price since the market was opened in March. 
The price of silver has also strengthened, from 72d. at the 


beginning of August to 7334d. at the end of the month, 
To some extent these movements reflect simply the weak. 
ening of sterling against the dollar, a movement which 
in the last week of August became more pronounced as 
a result of heavy seasonal demand for dollars, mainly 
for oil and sugar purchases. By the close of business on 
August 30, the sterling rate had reached $2.80 7/16, the 
lowest point since early this year. The rate against most 
other currencies has been steady. The rise in the price 
of gold has kept pace approximately with the fall in the 
sterling-dollar rate; the price in terms of dollars has 
remained steady at about $35.04. 

Both sections of the bullion market, however, have been 
affected by special factors. In the gold market, the French 
hoarding demand has died down, and the main purchases 
have been for Hong Kong and Middle East account, 
probably affected by political developments in the Far 
East, and for account of some European central banks, 
In the silver market, large amounts of Russian silver 
have now been absorbed successfully. This silver was 
offered in London by both the Russian authorities and 
some continental traders who have bartered goods against 
“cheap” silver. Its absorption has enabled the London 
price to recover to a point close to the import parity 
with New York, where silver is now quoted at around 
8514 cents. 

Sources: The Times, August 26, 1954, and The Econo. 
mist, August 28 and September 4, 1954, Lon- 
don, England. 


Relaxation of U.K. Restrictions on Emigrants’ Remittances 


A further move toward convertibility of sterling, this 
time favoring U.K. residents rather than overseas holders 
of sterling, was announced on August 31. Restrictions 
have been relaxed on the transfer of funds by emigrants 
from the United Kingdom to their new country of resi- 
dence. Emigrants to countries outside the scheduled ter- 
ritories may now convert into the currency of their new 
country of residence the whole of their sterling income, 
instead of being restricted to an amount equal to the 
standard travel allowance (£50 per person). Secondly, 
such emigrants may now transfer their sterling securities 
and other blocked sterling to other nonresidents and may, 
therefore, export the whole of their capital through the 
markets for “security” sterling at a discount on the 
official rate, which is presently no greater than 1.5 per 
cent. The official Treasury announcement of | these 
changes draws attention, for the first time, to these un- 
official facilities for exporting capital from the United 
Kingdom. Both changes will reduce considerably the 
administrative burden of existing controls on the Bank 
of England and the authorized banks. 

A further to emigrants concerns the 
“settling-in” allowances, which previously amounted to 
£1,000 for each emigrant to a non-sterling, non-OEEC 
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country (plus £250 for each dependent) up to a maximum 
of £2,000 per family unit; for emigrants to OEEC coun- 
tries the maximum allowance per family was £5,000. 
These allowances could be withdrawn over a period of 
four years, after which the emigrant acquired nonresi- 
dent status. The allowance has now been increased to 
£5,000 for all countries outside the dollar area, and may 
be withdrawn in full as soon as the emigrant has left the 
United Kingdom. 

The foreign exchange cost of all these concessions— 
arising principally from the freeing of income transfers— 
is estimated at about £1 million a year, and will be in- 
curred mainly in dollars. Any stimulus given to new 
emigration by the changes would increase this figure. 
While the amount is not large, the principle at stake is 
sufficiently important to rank the changes among the 
major steps toward genuine convertibility of sterling. 
Source: The Economist, 


ber 4, 1954. 


London, England, Septem- 


Swiss National Bank Law 


The new Swiss Federal law on the Swiss National Bank, 
which was passed on December 23, 1953 and came into 
force on July 1, 1954, places upon the National Bank the 
duty of regulating the Swiss money market and adopting 
a credit and monetary policy furthering the general in- 
terests of the country. It is further laid down that the 
National Bank shall advise the Federal authorities in 
monetary matters. 

The law imposes upon the National Bank the obliga- 
tion to convert its notes into either Swiss gold coin or 
bar gold at its own choice. The Federal Council may free 
the Bank from this obligation in time of war or of mone- 
tary disturbance. If the Federal Council avails itself of 
this right, as it is doing at the present time, the Bank 
must maintain the value of the franc at the legal parity, 
and when buying or selling gold must observe the price 
limits fixed by the Council. 

At least 40 per cent of the Bank’s note issue must be 
covered by gold held in Switzerland. The Bank may also 
use as cover bonds of the Confederation, the Swiss Fed- 
eral Railways, the cantons, and cantonal banks, and mort- 
gage bonds of the Swiss central mortgage institutes, pro- 
vided the maturities are not more than two years distant. 
Hitherto the Bank could invest its own capital only in 
Swiss bonds with more than three months still to run. 
Source: Swiss Bank Corporation, Bulletin, Basle, Swit- 

zerland, July 1954. 


Scandinavian Trade with the United States 


In trade with the United States during the first half of 
1954, Denmark and Finland had export surpluses that 
exceeded those for the first half of 1953; Norway reduced 


its import surplus; but Sweden increased its trade deficit. 


Denmark was the only one of the Scandinavian coun- 
tries which increased its exports to the United States; 
exports of the other three countries declined slightly. 
Imports of Denmark, Norway, and Finland were either 
about the same as in 1953 or slightly less, while Sweden’s 
imports from the United States increased. 


Denmark’s exports rose from $27 million in the first 
half of 1953 to $35 million in the first six months of this 
year, while imports remained unchanged at $23 million. 
The main increases in exports were due to larger ship- 
ments of canned hams and to deliveries under the NATO 
offshore program. Finland’s exports fell from $22 mil- 
lion to $18 million, but imports fell slightly more, from 
$14 million to $9 million. Norway’s exports decreased 
from $30 million to $28 million, while imports declined 
from $44 million to $39 million. The reduction in im- 
ports was concentrated in the commodity groups, grains 
and fuel. Sweden’s exports fell from $68 million to 


$62 million, while imports rose from $91 million to 
$93 million. 


Source: Official trade statistics for Denmark, Finland, 
Norway, and Sweden, June 1954. 


s 


Deterioration in Danish Foreign Exchange Position 


Data on foreign exchange assets and liabilities of the 
Danish National Bank showed a net decrease of DKr 81 
million in the last two weeks of August; and at the end 
of the month, there were net liabilities amounting to 
DKr 87 million. The drain on reserves had been very 
heavy during the first six and a half months of this year 
(see this News Survey, Vol. VII, p. 50), but from the 
middle of July to the middle of August the position seemed 
to have stabilized. Therefore the new fall was quite 
unexpected. The Government seems disposed to abandon 
its attitude of waiting for the effects of measures taken 
earlier, and to take new measures which will have im- 
mediate effects. 


The reason for the recent decline is not yet clear. 
Foreign trade statistics for July have not yet been pub- 
lished, but it is known that imports were substantial in 
that month. 


The National Bank statement also reveals a sharp 
increase in the Treasury’s debt to the Bank. In August, 
the Treasury drew DKr 174 million on its overdraft ac- 
count, thus raising the overdraft to DKr 216 million. At 
the end of August last year, the Treasury had a net credit 
balance with the Bank of DKr 90 million; therefore, 
during one year the Treasury’s position has deteriorated 
by DKr 306 million. The main reason for this setback 
is the failure of the Treasury to sell the amount of 
bonds required to meet the large disbursement of gov- 
ernment loans for private residential building (see this 
News Survey, Vol. VII, p. 66). 
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One of the main reasons for Denmark’s strained foreign 
exchange position is the high level of economic activity 
resulting from both private and public building. In the 
first half of 1954, 1,396,600 square meters of floor area 
of all building categories were completed, compared with 
1,228,300 in the first half of 1953. On July 1, 4,160,200 
square meters were under construction, compared with 
3,431,500 on July 1, 1953, an increase of roughly 20 per 
cent; there were increases in residential and industrial 
building, as well as in public construction. 


While the Government has announced that public build- 
ing will be reduced considerably, it is obvious that this 
will not apply to building projects already in progress. 
The reductions will probably not begin until sometime 
next spring. The volume of residential building that will 
receive public support in the future is still undecided. 
The current Housing Subsidy Act will expire on Novem- 
ber 30, 1954; until a new law has been enacted by 
Parliament, no plans can be made, but existing commit- 
ments will cover residential building activities of the 
present volume for nearly 12 months ahead. 


Sources: The National Bank of Denmark, Balance Sheet 
at August 31, 1954, and Harald R. Martinsen, 
Danish Letters, September 3, 1954, Copenhagen, 
Denmark. 


Norway and Convertibility 


The Norwegian Banking Association, in a memo- 
randum to the Norwegian Government, states that, to 
enable the Norwegian krone to follow the leading Euro- 
pean currencies if they become convertible, it will be 
necessary to work toward complete internal and external 
balance in the economy. It might be expected, the As- 
sociation continues, that the OEEC liberalization of im- 
ports will be extended, by raising the present liberaliza- 
tion percentages and by including the dollar area. If 
that should occur, it would be necessary to reduce Nor- 
way’s deficit on goods and services. without tightening 
import or foreign exchange controls. 

The Association stresses that a lasting solution will not 
be possible without substantial reforms aimed at strength- 
ening both the capital structure and the competitive 
efficiency of productive enterprises. Reforms in the tax 
system as well as in dividend policy would be necessary. 
Furthermore, an increase in private savings would be 
imperative. 

The Association recommends that, as soon as possible, 
the Government establish a committee of experts to in- 
vestigate the convertibility question; thus Norway would 
be prepared to take the necessary steps as soon as a move 
was made toward the convertibility of other currencies. 
This committee should be composed of representatives of 
the Government, industry, labor, and private and public 
credit systems; and the scope of its work should include 


a study of the monetary and fiscal policies required to 
establish and maintain internal and external balance. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor. 
way, September 3, 1954. 


Polish Coal fo Scandinavia 


Following the notice from Polish exporters to import: 
ers in Denmark, Norway, and Sweden that prices of coal 
were to be raised by 90 U.S. cents per ton, effective the 
middle of August, importers began negotiations con- 
cerning future purchases. The Swedish-Polish negotia. 
tions are the only ones that have been concluded thus 
far; these negotiations provide that the price rise will be 
effective October 1 instead of mid-August. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor. 
way, September 2, 1954. 


Middle East 


Egypt's Balance of Payments 


Egypt’s balance of payments deficit fell to LE 8.3 mil. 
lion in 1953, from LE 55.4 million in 1952. While 
total current receipts declined by LE 3.6 million—from 
LE 218.7 million in 1952 to LE 215.1 million in 1953— 
total current disbursements decreased by LE 49.1 million 
—from LE 272.1 million to LE 223.0 million. Thus the 
deficit from current transactions fell from LE 53.4 mil- 
lion in 1952 to LE 7.9 million in 1953. Net capital out- 
flow amounted to LE 0.4 million in 1953, against LE 2 
million in 1952. 

The improvement in the country’s foreign payments 
position, which took place despite the deterioration of 
the terms of trade, was brought about by lower imports 
and by the restoration of the usual surplus from “invisi- 
ble” transactions. Although the proceeds from exports, 
at LE 135.3 million, were some LE 10 million below the 
1952 proceeds, payments for imports declined by more 
than LE 45 million, to LE 165.2 million. Thus the un- 
favorable trade balance did not exceed LE 30 million, 
whereas in 1952 it had been LE 65 million. The lower 
level of imports in 1953 is attributed to the restrictions on 
gold imports, for which LE 4.7 million was paid in 1952 
but virtually nothing in 1953; to the abundant wheat 
crop, which permitted a reduction of wheat and flour 
imports from LE 30 million in 1952 to LE 15.5 million 
in 1953; to the smaller demand for such imports as 
motorcars; and to the increase in local production of 
fertilizers. 

The rise in invisible receipts and the reduction in in- 
visible payments were due to several factors. Suez Canal 
dues, the largest item, increased by LE 2.5 million, to 
LE 29.1 million, following the rise in the volume of 
tonnage crossing the Canal in 1953. British Army expen- 
ditures increased by LE 3.2 million, to LE 9 million. Re- 
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ceipts from interest, dividends, and other revenues, which 
are derived almost entirely from investments in British 
and foreign Government securities, rose by LE 1.5 mil- 
lion, to LE 6.3 million, despite the fall in foreign assets 
during the year; this may have been due in part to a 
change in the composition of security holdings and in 
part to the inclusion of revenues which were previously 
included in other items in the balance of payments. Owing 
to travel restrictions, travel and maintenance remittances 
amounted to only LE 9.6 million, compared with LE 11.6 
million in 1952. 

Receipts from the American Monetary Area and from 
Eastern Europe were lower than in 1952, but this reduc- 
tion was made good by a rise in receipts from other 
regions, in particular from the United Kingdom and 
Western Europe. Payments to all regions were lower, 
especially to the United Kingdom and Eastern and West- 
ern Europe. As a result, there was a substantial surplus 
with the sterling area, in contrast to a deficit in 1952. 
As in 1952, the balance of payments with all other regions 
was unfavorable. Although the deficits with Western 
Europe, the Middle East, and “other countries” were 
reduced, the unfavorable balance with the American 
Monetary Area increased sharply. 

Proceeds from exports to the American Monetary 
Area amounted to LE 8.7 million, compared with LE 20.1 
million in 1952. Despite the fall in cotton exports to that 
area, payments for imports remained comparatively high 
(LE 20.1 million, against LE 24.5 million in 1952), 
owing to imports of wheat and flour. The over-all deficit 
increased from LE 2.7 million in 1952 to LE 10.7 million 
in 1953, the surplus from invisibles and capital move- 
ments having reached LE 0.7 million. 

The 1953 surplus with the sterling area was LE 27.9 
million, whereas the deficit in 1952 had been LE 4.2 
million. The improvement was due mainly to a consid- 
erable contraction in the adverse trade balance with the 
United Kingdom, coupled with an increase in the surplus 
from other transactions with that country and an in- 
creased favorable balance with India. The volume of 
merchandise transactions with Australia and South Africa 
was reduced in 1953, owing to wheat imports from other 
sources and to the restrictions on gold imports. 

Current receipts from Western Eurepe rose by LE 5.6 
million in 1953, to LE 80.9 million, but payments fell by 
LE 7 million, to LE 97.3 million. The over-all deficit with 
the region fell from LE 29.7 million to LE 17.1 million. 

Because of a decline in merchandise transactions with 
the U.S.S.R. and Czechoslovakia in 1953, transactions with 
Eastern Europe totaled less than in 1952. Current receipts 
from that region fell to LE 17.3 million, from LE 28.2 
million in 1952, and total payments fell to LE 19 million, 
from LE 29.6 million. The surplus from invisible transac- 
tions rose by LE 1.5 million, to LE 2.1 million in 1953, 
mainly on account of Suez Canal dues and shipping re- 


ceipts from Greece. The over-all deficit in 1953 was 
LE 1.8 million, compared with LE 1.4 million in 1952. 


The usual import surplus with the Middle East arose 
mainly as a result of large payments for imports of oil 
and tobacco. The deficit in other transactions was caused 
by pilgrimage and other travel expenditures. The re- 
duction of LE 4.3 million in the over-all deficit with the 
region, to LE 5.9 million in 1953, was brought about by 
the cut in the import surplus with Iraq, Syria, and Turkey. 

Merchandise transactions with “other countries” were 
less than in the previous year, owing to reduced imports 
of wheat from Canada, fertilizers from Chile, and a 
decline in trade with Japan. However, exports to China 
increased in 1953. 

The over-all 1953 deficit of LE 8.3 million was met 
by a net reduction of LE 4.1 million in foreign exchange 
holdings and an increase of LE 4.5 million in nonresident 
accounts and other liabilities, mainly those of Western 
Europe. Errors and omissions and unidentified settle- 
ments account for the discrepancy. While the surplus in 
the balance of payments with the sterling area amounted 
to LE 27.9 million, the increase in the sterling balance 
did not exceed LE 3.7 million, owing to the utilization of 
sterling in settlement of transactions elsewhere. Similarly, 
although the deficit with the American Monetary Area 
amounted to LE 10.7 million, the loss in dollars did not 
exceed LE 7.9 million. Some transactions (mainly oil 
imports) were settled in sterling, and some multilateral 
settlements to other regions were effected in dollars. The 
differences between the results of the balance of payments 
with the various regions and the changes in assets of, 
and liabilities to, those regions are accounted for by errors 
and omissions and unidentified settlements which may 


include multilateral settlements through nonresident ac- 
counts. 


Sources: National Bank of Egypt, Economic Bulletin, 


Cairo, Egypt, Vol. VI, No. 2, 1953 and Vol. VII, 
No. 2, 1954, 


Far East 


Ceylon’s Trade Surplus 
Ceylon had a trade surplus of Rs 218.9 million (US$46 


million) for the first seven months of this year, compared 

with a trade deficit of Rs 31.9 million (US$6.7 million) 

for the corresponding period of last year. The improve- 

ment in the trade position is attributed to better export 

market conditions. 

Source: The Financial Times, London, England, Au- 
gust 27, 1954. 


Burma's 1954-55 Budget 

The increases in excise duties proposed in the Burmese 
budget for 1954-55 (see this News Survey, Vol. VII, 
p- 77) include an increase from K 52.5 to K 70 per 
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gallon on domestically produced liquor, and from K 2.5 
to K 10 per thousand on cigarettes manufactured within 
the country (1 kyat = US$0.21). The excise duties on 
sugar—now K 2 and K 3 per cwt.—would be doubled 
under the proposals. 

In view of the anticipated over-all deficit, the Govern- 
ment plans a determined drive to increase the sale of 
government short-term bills and medium-term bonds. 
Source: The Statesman (Overseas Edition), Calcutta, 

India, August 28, 1954. 


Agricultural Output of Mainland China 


The acreage of the rapeseed crop harvested in Main- 
land China in 1954 is estimated to be 140,000 acres 
greater than the 1953 acreage, and production is expected 
to show a 5 per cent increase—from 3.0 million short 
tons in 1953 to 3.2 million short tons in 1954. Peanut 
acreage in 1954 is estimated at about 660,000 acres above 
that for 1953, when some 2.3 million tons were produced. 
Plantings were increased in Shantung, Hopei, Kiangsu, 
Kwangtung, and Szechuen provinces. For soybeans, an 
increase of 0.7 per cent is estimated for acreage, 12 per 
cent for production, and 11.7 per cent for the yield. Since 
soybean production in 1953 was estimated at 198.4 
million bushels for China proper and 134.1 million 
bushels in the northeast area, it appears that total output 
in 1954 may be around 372.4 million bushels. Sesame 
acreage for 1954 is also estimated to be larger than in 
1953, when output was around 740,000 tons. 

A new regulation regarding crop collection placed 
edible oilseeds under exclusive government control, and 
all major crops are purchased in advance of harvest, 
under contracts signed with the growers. 

Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., September 6, 1954. 
Japan's Foreign Trade in July 


According to the customs statistics of the Ministry of 
Finance of Japan, exports in July amounted to $142 mil- 
lion, the highest for any month in the postwar period. 
Since imports were $184 million, the trade deficit was 
$42 million, the lowest since February 1952. Exports 
were 14.7 per cent above those in June, while imports de- 
clined by 6.5 per cent. 

Data by areas show that 32.6 per cent of the exports 
were shipped to the dollar area, 32.9 per cent to the 
sterling area, and 34.5 per cent to the open account area; 
whereas 56.6 per cent of the imports were from the dollar 
area, 20.6 per cent from the sterling area, and 22.8 per 
cent from the open account area. 

Cotton fabrics represented the major commodity ex- 
port (14.4 per cent); iron and steel comprised 10.7 per 
cent; clothes 3.9 per cent; fish 3.8 per cent; textile 
machines and parts 3.6 per cent; and rayon fabrics 3.3 
per cent. The most important import item was raw 


cotton, which was 17.6 per cent of the total imports; 

wheat comprised 9.6 per cent; petroleum 7.9 per cent; 

wool 5.9 per cent; sugar 5.7 per cent; rice 5.7 per cent; 

and coal 3.5 per cent. 

Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, August 28, 1954, 


United States and Canada 
Rise in U.S. Foreign Trade 


U.S. merchandise exports and imports increased ap.- 
preciably in the second quarter of 1954, after starting 
the year at the lowest levels since the summer of 1952. 
The advance in imports reversed a declining trend which 
began with the downturn in industrial activity in the 
middle of 1953. For the six months January-June 1954, 
the total of general imports was $5.2 billion, the same as 
for the second half of 1953 but 7 per cent smaller than 
in the first half of 1953. The value of agricultural im. 
ports was equal to the value a year earlier, as higher 
prices increased the value of coffee and cocoa shipments, 
and an unusually large proportion of the annual sugar 
quota entered in the first six months. Imports of fish and 
meat products also increased. Imports of manufactured 
goods, which had dropped off sharply in the first quar- 
ter, recovered in the second quarter so that the half-year 
total was within 4 per cent of the high January-June 1952 
total. In this category, however, steel mill manufactures 
did not regain last year’s level, and imports of various 
crude materials and semimanufactures also remained 
somewhat smaller. 

On the export side, shipments of nonmilitary goods 
rose to $6.3 billion for the first half of 1954, from $6.1 
billion a year earlier. With prices steady, this represented 
an increase in volume as well as in value. Shipments rose 
to all major geographical areas except Latin America, to 
which exports continued at the higher level attained in 
the last half of 1953. Agricultural commodities accounted 
for two fifths of the rise in commercial exports, with 
substantial gains in raw cotton and edible oils. Factors 
in the cotton increase were the more competitive prices 
of U.S. cotton, relaxation of controls over cotton imports 
in a number of European countries and India, and the 
credit extended by the Export-Import Bank of Washing: 
ton to Japan for the purchase of cotton. In contrast, 
shipments of grain and tobacco decreased, particularly 
shipments to Europe and the outer sterling area. Exports 
of automobiles and special machinery reached the highest 
half-year total since 1952, and there were also important 
increases in exports of electrical equipment and household 
appliances. 

Compared with the first half of 1953, the slight rise 
in exports and the decline in imports increased the export 
balance from $515 million to $1,114 million. This tended 
to slow the rate of accumulation of gold and dollar assets 
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by other countries, which had amounted to over $1 billion 

in each of the preceding three half-year periods. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 6, 1954. 


5. Bill Rates 


The rise in interest rates on 3-month U.S. Treasury 
bills, from 0.65 per cent in early July to 1.02 per cent 
in early September, does not represent a change in 
Federal Reserve policy, but reflects market adjustments 
related to the reduction in reserve requirements. This 
reduction, which became effective in stages during July 
and August, tended to add considerably to excess reserves 
of member banks and, in order to keep these from rising 
above the $1 billion level, Federal Reserve holdings of 
Treasury bills were allowed to run off. Now that the 
seasonal rise of currency in circulation is tending also to 
cut excess reserves, the Federal Reserve Banks are again 
adding to their bill portfolios. In relation to other pre- 
vailing interest rates and a 114 per cent discount rate, the 
present Treasury bill rate of about 1 per cent is not 
considered out of line. 

Source: The Journal of Commerce, New York, N. Y., 


September 7, 1954. 
5. Construction in August 


Outlays for new construction in the United States dur- 
ing August reached the new high figure of $3,605 million; 
this was 3 per cent more than in July 1954 and 8 per cent 
above August 1953. Most of the increase was in private 
residential, public utility, and highway construction. For 
the first eight months of 1954, the annual rate of outlay 
has averaged $36.5 billion (seasonally adjusted), com- 
pared with $35.3 billion for the year 1953. 

Source: Departments of Labor and Commerce, Joint Press 
Release, Washington, D. C., September 4, 1954. 


(anadian Payments Position 


For the first half of 1954, Canada had a balance of 
payments deficit on current account of $357 million, $18 
million smaller than the deficit for the first half of 1953. 
Both exports and imports were 8 per cent less than a 
year earlier, mainly because of reductions in the volume 
of trade, although export prices also fell by 2 or 3 per 
cent while import prices rose slightly. The decline in 
exports was due especially to smaller overseas sales of 
wheat, while the more generalized decline in imports 
reflected a fall in industrial production. For both exports 
and imports, the declines this year were more severe 
in the second quarter than in the first. The fall in exports 
resulted from reduced shipments to almost all markets 
except Japan; the reduction of imports, on the other hand, 
was concentrated on purchases from the United States 
and the United Kingdom, imports from other areas 
rising slightly. There was a decline in the current deficit 


with the United States and an increase in the surplus with 
the United Kingdom, but these changes were largely offset 
by a decline in the surplus with other areas. 

Net inflows of capital for direct investment amounted 
to $140 million in the first half of 1954, against $193 
million in 1953; investment in the extractive industries 
was well maintained, but outlays in other fields were 
sharply reduced. Portfolio transactions resulted in a net 
inflow of $169 million during the first quarter and of $3 
million during the second. (In the first half of 1953, 
such transactions showed a net inflow of $53 million.) 
The reduction in the second quarter of this year was due 
largely to a decline in Canadian interest rates relative to 
those in the United States, which discouraged Canadian 
borrowing abroad; nonresident purchases of Canadian 
stocks, however, continued high. Other capital movements 
produced a net inflow of $86 million in the first half of 
this year, in comparison with an inflow of $22 million in 
the first half of 1953. In the second half of 1953, how- 
ever, there had been a net outflow of $187 million, and the 
outflow continued during the first quarter of 1954. Re- 
ports for the second quarter indicate substantial receipts, 
some of which are attributable to a change in statistical 
procedures. Official holdings of gold and foreign ex- 
change rose by $41 million during the half year, while 
the exchange rate fer the Canadian dollar fell from 
US$1.0308 in the first quarter to US$1.0176 in the second. 
Source: Dominion Bureau of Statistics, Quarterly Esti- 

mates of the Canadian Balance of International 


Payments, Second Quarter, 1954, Ottawa, 
Canada. 


Canadian Gold Mining in 1953 


Payments for 1953 under the Canadian gold mining 
subsidy scheme are expected to amount to Can$14.8 


million, payable to 88 mines. In 1952, payments of 
Can$10.9 million were made to 86 mines. The rate of 
assistance was increased from Can$3.77 per ounce in 
1952 to Can$4.79 in 1953. The industry continued to 
face adverse economic conditions and, while subsidized 
production increased, total output fell from 5.1 million 
ounces to 4.07 million. Ten assisted mines were affected 
by strikes and five others closed during the year, four 
permanently. The mint price of gold (equivalent to 
US$35 per ounce) averaged Can$34.45 for the year. The 
number of mines electing to sell their product in the 
premium market, and which are consequently not eligible 
for subsidy, fell from thirteen in 1952 to five in 1953 and 
to one in the first quarter of 1954. 
Sources: Department of Mines and Technical Surveys, 
Report on the Administration of the Emergency 
Gold Mining Assistance Act for the Fiscal Year 
Ending March 31, 1953, and Dominion Bureau 
of Statistics, Canadian Statistical Review, July 
1954, Ottawa, Canada. 
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Latin America 


Public Debt of Costa Rica 


Costa Rica’s public debt decreased by 34 million 
colones in the year ended July 31, 1954. Of this total, 
32.9 million colones covers the external debt (4 million 
colones in amortizations and 28.9 million colones in 
interest adjustments according to the last agreement with 
the bondholders). The net decrease of the domestic debt 
was 1.1 million colones. At the end of July 1954, the 
total public debt was 326.2 million colones, compared 
with 360.2 million colones at the end of July 1953. 


Source: Banco Central de Costa Rica, Informacién Eco- 
nomica, San José, Costa Rica, August 25, 1954. 


Other Countries 
Reductions in New Zealand Prices of Dairy Products 


Reductions in the guaranteed prices for butter and 
cheese in New Zealand—the first since the introduction 
of the guaranteed price system 18 years ago—were an- 
nounced on September 2 by the Chairman of the Dairy 
Products Marketing Commission. 


Source: The Financial Times, London, England, Septem- 


ber 3, 1954. 


Economic Trends in South Africa 


Dr. de Kock, Governor of the South African Reserve 
Bank, stated at the Annual General Meeting on July 28 
that the authorities had adopted for 1953 an import pro- 
gram estimated to involve a drawing of £25 million on 
monetary reserves. The actual decline was about £30 
million. The program for 1954 provides for total im- 
ports of at least the same magnitude as in 1953 but, 
in view of the expectation of substantially increased 
receipts from exports of gold, uranium, maize, and sugar 
and from capital inflow, a net balance of payments sur- 
plus is believed to be possible. During the first half of 
the year the Reserve Bank’s gold and exchange holdings 
in fact increased by £14 million. 

Money rates in the Union remained relatively stable 
during the past year at the higher levels reached during 
1952-53. An important part of recent monetary policy 
has been to aim at maintaining stability in money rates 
as far as possible. The Reserve Bank has kept its discount 
rate at 4 per cent since March 1952, and in conjunction 
with the Public Debt Commissioners has maintained the 
pattern of gilt-edged rates decided upon in August 1952. 
The pursuance of this policy involved the Bank in a 
net acquisition of Union securities to the amount of £5 
million in the year ended June 30, 1954. In recent months 
there have been signs of a slight improvement in the local 


gilt-edged market, but it is not contemplated to contribute 
actively to a general lowering of money rates through 
either open market operations or a reduction of the 
Reserve Bank discount rate, as long as the prevailing 
conditions of general economic strain continue in the 
Union. On the other hand, if a downward trend in money 
rates should arise from natural market forces, it is not 
contemplated to counteract or retard it through official 
monetary action unless it should assume undue dimen. 
sions in relation to other economic factors. External 
influences have played an important part in halting in. 
flation in the Union. The official policy of maintaining 
a higher level of money rates and the substantial increase 
in taxation in 1953-54 also contributed to this achieve 
ment. In view of the continuing economic expansion 
in the Union and of the desirability of providing incen- 
tives for increased productivity and investment, the 
1954-55 budget provided for a reduction of taxes (see 
this News Survey, Vol. VI, p. 324). 


Source: Cape Times, Cape Town, Union of South Africa, 
July 31, 1954. 


Orange Free State Gold Output 


Orange Free State gold production to the end of June 
1954 was a little more than one million fine ounces. The 
yield during the first half of 1954 was 379,000 ounces. 
In the first half of 1953 it had been 146,000 ounces. Some 
£130 million has been spent on capital works in the Free 
State gold fields, and considerable additional outlay has 
still to be made. Capital expenditure has been greater 
than was at first contemplated, but the gold content so far 
disclosed has also exceeded original expectations. Two 
more mines are expected to reach the production stage 
by October 1954. Seven Free State mines are listed as 
potential uranium producers, though so far none appear 


in the uranium section of the Chamber of Mines produc- 
tion return. 


Source: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, London, England, Au- 
gust 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

‘The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
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1818 H Street, N.W. Washington 25, D.C. 
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